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SUBJECT: EASTERN EUROPE IN THE MTN 

REFS: (A) GENEVA 08323; (B) GENEVA 07554 

1 . WASHINGTON AGENCIES WELCOME RECOMMENDATIONS OF 
ALTERNATIVE MEANS OF OBTAINING RECIPROCITY FROM EASTERN 
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EUROPE IN THE MTN. WE DO NOT, HOWEVER, CONSIDER 
ACCEPTABLE SUGGESTION BY CANADIAN MTN DEL THAT WESTERN 
COUNTRIES SEEK RECIPROCITY THROUGH EES' ADHERENCE TO 
GOVERNMENT PROCUREMENT CODE ON A LIMITED PRODUCT SECTOR 
BASIS (REF. A). 

2. THERE ARE A NUMBER OF PROBLEMS WITH EES' PARTICIPATION 
IN THE GP CODE IN GENERAL, DIFFICULTIES THAT LEAD US TO 
DISCOURAGE, RATHER THAN ENCOURAGE, EES TO SIGN CODE. 

A. FIRST, THE REQUIREMENT FOR TRANSPARENCY WOULD RENDER 
EES' ADHERENCE NEARLY IMPOSSIBLE. TO DATE, ROMANIA AND 
POLAND HAVE BEEN UNABLE OR UNWILLING TO MAKE READILY 
ACCESSIBLE TO POTENTIAL FOREIGN SUPPLIERS EVEN SUCH BASIC 
INFORMATION AS MONTHLY BALANCE OF PAYMENTS STATISTICS 
(REF. B). WASHINGTON AGENCIES ARE THEREFORE DOUBTFUL THAT 
THESE COUNTRIES WOULD SATISFY THE BASIC INFORMATIONAL 

REQUIREMENT OF THE CODE. 

B. SECOND, THE USG IS SEEKING THE FORMULATION OF A 
SELF-BALANCING GP CODE, AND WHILE EES' MIGHT DERIVE 
SIGNIFICANT BENEFITS FROM THE CODE, WASHINGTON AGENCIES 
ARE SKEPTICAL THAT EES COULD ACCEPT THE RESPONSIBILITIES 
ATTACHED THERETO, PARTICULARLY DUE TO THEIR STRONG 
ECONOMIC TIES WITH OTHER CEMA COUNTRIES WHICH RESULTS IN 
DISCRIMINATORY SOURCING. 
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C. THIRD. THE MODIFICATION OF THE GP CODE IN ORDER TO MAKE 

IT APPLICABLE AND ACCEPTABLE TO NON-MARKET ECONOMIES WOULD 
RESULT IN A LESS EFFECTIVE CODE. 

3. THERE ARE ALSO DIFFICULTIES THAT ARE PECULIAR TO 
CANADA'S SUGGESTION FOR EES' PARTICIPATION IN THE GP CODE 
ON A LIMITED PRODUCT BASIS. THE CODE, BEING 
PURCHASING-ENTITY-ORIENTED RATHER THAN PRODUCT-ORIENTED, 

IS ADAPTED TO PURPOSES OTHER THAN INCREASING PURCHASES OF 
ONE PRODUCT (E.G., AIRCRAFT) OVER OTHERS. ONE COROLLARY 

TO THIS IS THAT THE GOCS SUGGESTION APPEARS TO BE A FORM 
OF REQUEST FOR EE SECTORAL IMPORT COMMITMENTS, WHICH U.S. 
OPPOSES. THE EFFECT OF EES' ADHERENCE TO THE CODE ON A 
PRODUCT BASIS MIGHT BE TO IMPROVE SELECTED FOREIGN 
SUPPLIERS' ABILITIES TO SELL TO EE GOVERNMENTS AT THE 
EXPENSE OF OTHER EE PURCHASES. 

4. ALTHOUGH WE APPRECIATE CANADIAN DEL S EFFORTS TO 
DISCOVER ALTERNATIVE APPROACHES TO EASTERN EUROPE IN THE 
MTN. WASHINGTON AGENCIES BELIEVE EES' PARTICIPATION IN 
THE GP CODE COULD BE DETRIMENTAL TO THE USG'S EFFORTS TO 
ACHIEVE A MEANINGFUL CODE WITHIN MTN TIMEFRAME. THIS DOES 
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NOT IMPLY, HOWEVER, THAT THE USG WOULD NOT CONTINUE TO 
ENCOURAGE EES' PARTICIPATION IN OTHER CODES, INCLUDING 
CUSTOMS VALUATION AND STANDARDS. SHOULD ONE OR MORE EES 
MODIFY THEIR ECONOMIC SYSTEMS SUFFICIENTLY TO ENABLE THEM, 

IN THE FUTURE, TO FULFILL THE GP CODE OBLIGATIONS, WE 
MIGHT THEN RECONSIDER THEIR PARTICIPATION. CHRISTOPHER 
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